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1959 


The  Honorable  David  L.  Lawrence 

Governor  of  the  Commonwealth  of  Pennsylvania 

State ■ Capitol 

Harrisburg,  Pennsylvania 


Dear  Governor  Lav/rence: 

We  are  happy  to  transmit  the  report  of  the  Pennsylvania 
Tax  Advisory  Committee,  recommending  revenue  sources  for  the  General 
Ftind  of  the  Commonwealth  and  for  the  payment  of  the  bonus  to  veterans 
of  the  Korean  War. 

The  report  v/as  unanimously  adopted  by  the  Committee 

The  Committee  hopes  that  its  work  will  be  of  service  to  you 
and  to  the  Legislature^  It  was  able  to  reconcile  many  divergent  opinions 
in  its  own  proceedings;  perhaps  its  success  in  doing  so  will  form  a basis 
upon  which  the  elected  officers  of  the  State,  regardless  of  party  or 
economic  interest,  will  be  able  to  do  likewise. 

If  that  happens,  the  members  of  the  Committee  will  be  always 
mindful  of  the  opportunity  given  them,  as  citizens,  to  serve  their 
Commonwealth  with  good  and  positive  result. 


Sincerely  yours. 


Clifford  F.  Hood 


Thomas  Kennedy 


Co-Chairmen 
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THE  COMMITTEE'S  RECOMMENDATIONS 


IN  SUMMARY 

Estimated 
Biennial  Yield 
( In  Millions) 

Sales  Tax 

1.  Increase  rate  to  3'?  percent  $ T6 

Additions  to  sales  tax  at  3^'  percent 

2.  Alcoholic  beverages  59 

3-  Trade-ins  ^2 

4.  Electric  power  (domestic  and  commercial)  32 

5.  Telephone  service  (intra-state)  23 

6.  Restaurant  meals  between  lOi;^  and  50^^  l4 

7.  Utility  maintenance  equipment  and  tools  7 

8.  Repair  and  service  charges  11 

■K* 

Sub -total  - sales  tax  $264 

Other  Taxes 

9 .  Soft  drink  tax  $ 37 

10.  Tobacco  products  (other  than  cigarettes)  15 

11.  Utilities  gross  receipts  tax  - gas  companies  10 

12.  Underground  gas  storage  tax  7 

13.  Intangible  personal  property  tax  - 6 mills  55 

14 . Bank  shares  tax  - increase  by  4 mills  12 

Sub -total  - other  taxes 

TOTAL  $400 

■^Additional  yield  if  enacted  as  of  April  1,  1959  $ 22 

Korean  Bonus 

Additional  1 cent  cigarette  tax  $ 25 
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REPORT  OF  THE  PENNSYLVANIA  TAX  ADVISORY  COMMITTEE 


The  Committee's  Mission 

The  Committee  has  accepted  the  responsibility  of  recommending 
revenue  measures  sufficient  to  absorb  the  deficit  incurred  in  the  Common- 
wealth's 1957"59  operations,  to  prevent  the  recurrence  of  a deficit  in 
1959-61,  and  to  meet  such  added  costs  as  are  judged  necessary  for  the 
state's  services  in  the  next  tv/o  fiscal  years. 

The  Committee  did  not  include  in  the  scope  of  its  responsibilities 
the  evaluation  of  state  programs  nor  any  judgment  as  to  the  budget  estimates 
which  will  be  submitted  by  the  Governor  to  the  Legislature. 

The  Committee's  report  is  based  upon  the  assumption  that  the 
1957-59  deficit  will  total  $170,000,000.  It  is  further  based  upon  the 
assurance  that  the  executive  budget  will  Impose  a ceiling  upon  expendi- 
tures from  the  General  Fund  which  \jill  require  no  more  than  $700,000,000 
in  additional  revenues  to  bring  it  into  balance,  including  the  discharge 
of  the  accumulated  deficit. 

This  report,  therefore,  primarily  concerns  itself  with  how  the 
state  may  best  meet  its  immediate  fiscal  crisis,  i.e.  what  emergency  tax 
program  may  be  considered  which  will  yield  the  $400,000,000  which  must 
be  added  to  existing  revenues  in  1959-61. 

Such  a tax  program  must  be  developed  within  certain  limitations 
and,  to  the  greatest  possible  extent,  in  accord  with  sound  and  generally 
accepted  principles  of  good  public  policy. 
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The  provisions  of  the  State  Constitution  impose  the  first 
limitation..  The  necessity  of  preserving  for  local  governments  the  tax 
sources  they  presently  employ  is  a second.  To  some  degree,  the  tax 
policies  of  the  Federal  Govermrient  are  a third  limiting  factor. 

As  to  principles,  consideration  must  be  given  to: 

1.  The  equity  of  the  tax  program,  and  the  degree  to  which 
it  taxes  the  luxuries  and  conveniences  of  life  before 
it  taxes  absolute  necessities. 

2.  The  ratio  in  which  the  program  distributes  its  burden 
between  the  individual  taxpayer  and  business  enterprise. 

3.  The  effect  of  the  tax  program  upon  the  state's  rate  of 
economic  development. 

There  are  also  the  practical  requirements  that  the  tax  soui-ces 
recommended  can  be  made  available  during  1959-61;  that  the  taxes  can  be 
administered  and  collected  at  a reasonable  pei'centage  of  tlie  revenues  they 
provide;  and  finally,  that  they  will  actually  provide,  within  reasonable 
limits,  the  income  which  the  state  requires. 

The  artificial  inflation  of  revenue  estimates,  in  order  to 
provide  a budget  "balanced"  on  paper,  is  one  of  the  temptations  of  hard- 
pressed  public  officers,  which,  if  permitted,  piles  up  and  compounds  all 
fiscal  difficulties.  The  Committee  believes  that  the  estimates  of  revenues 
and  of  expenditures  should  be  realistic  in  all  respects.  There  should  be 
no  conscious  over-estimation  of  revenues,  or  under -estimation  of  expenditures 

The  Existing  Structure 

The  Committee  has  accepted  estimates  that  present  state  taxes 
payable  to  the  General  Fund  will  yield  in  the  1959-61  biennium  $1,507,000,000 


which  is  nine  percent  more  than  the  same  taxes  are  expected  to  produce  in 
the  biennium  1957-59  in  which  the  full  impact  of  the  1958  recession  was 
experienced. 

Certain  taxes  are  scheduled  for  expiration  or  reduction,  under 
the  provisions  of  existing  law.  These  are: 

1.  The  corporate  net  income  ta:c,  scheduled  for  reduction  from  six 
to  five  percent  at  the  end  of  1959'  If  this  were  effected,  the  loss  in 
revenue  in  the  1959-61  biennium  would  be  $35 >000, 000. 

2.  The  one  percent  real  estate  transfer  tax  is  scheduled  for  expiration 
after  May  31?  1959*  If  this  would  take  effect,  the  state's  revenue  loss  in 
the  next  biennium  would  be  $71,000,000. 

3.  The  tax  on  cigarettes  would  be  reduced  from  five  to  four  cents  at 
the  end  of  this  fiscal  year.  The  revenue  loss  for  the  next  two  years  would 

be  $25,000,000. 

4.  The  gross  receipts  tax  on  public  utilities  was  reduced  from  l4  to 
eight  mills  on  January  1,  1959-  If  this  is  not  re- instated  and  made  retro- 
active, the  state's  revenue  loss  in  the  next  biennium  would  be  $14,000,000. 

The  total  loss  of  revenues,  under  these  scheduled  tax  reductions, 
would  be  $115,000,000  for  the  1959-61  biennium. 

The  Committee  believes  that  the  Commoiwealth  cannot  presently 
afford  to  surrender  so  much  income.  Accordingly,  we  recommend  that  all 
these  taxes  be  continued  a.t  the  rates  in  force  in  the  1957-59  biennium. 

In  estimating  the  need  for  new  revenues,  we  have  assurried  that  the  scheduled 
reductions  will  not  be  permitted  to  talce  effect. 

The  Enumeration  of  New  Tax  Soiuces 


The  Committee  did  not  explore  the  imposition  of  an  individual  income 


tax.  A graduated  income  tax  is  prohibited  by  the  State  Constitution. 

A flat  tax  on  earned  income  is  now  levied  in  municipalities  and  school 
districts  which  contain  nearly  50  percent  of  the  state's  population. 

Necessarily^  important  new  tax  sources  must  then  be  found  in 
the  areas  of  consumption,  services,  and  intangible  personal  property. 

This  fact  is  recognized,  of  course,  in  the  existing  three  percent  sales 
tax . 

In  order  to  raise  additional  revenues  in  the  amount  required,  it 
was  obvious  to  the  Committee  that  the  present  sales  tax  must  be  raised  in 
rate  and  broadened  in  its  application.  The  Committee  was  most  reluctant  to 
recommend  the  extension  of  the  sales  tax  to  such  necessities  of  life  as 
clothing  and  take-home  food.  Consequently,  its  membership  explored  the 
Income  to  be  derived  from  increasing  the  level  of  the  existing  tax  in  the 
belief  that  a m-Oderate  increase  in  rate  would  be  the  better  choice  . 

The  Committee,  thereupon,  determined  to  recommend; 

1.  The  increase  in  the  rate  of  the  sales  tax  and  the  hotel  occupancy 

tax  from  three  percent  to  three  and  one-half  percent.  The  estimated  increased 
yield  is  $76,000,000. 

Predicated  on  a policy  of  selecting  non-essentials  as  the  first 
source  of  new  revenues,  the  Committee  believes  that  liquor,  wine,  and  beer, 
consumed  on  the  premises  or  sold  at  the  state  stores  or  by  the  beer  distri- 
butor, should  be  subject  to  the  state's  general  sales  tax. 

The  Committee  recommends; 

2,  The  application  of  the  sales  tax  to  all  sales  of  alcoholic  beverages, 
on  or  off  the  premises,  except  those  bought  for  resale  at  a licensed  bar  or 
club.  At  the  recommended  rate  of  three  and  one-half  percent,  the  estimated 


yield  would  de  $59^000,000  a blennl-um. 

CUMULATIVE  ESTIMATED  YIELD  $135,000,000 

It  is  impossible,  however,  to  derive  sufficient  revenue  from 
additional  luxury  taxes  to  meet  the  state's  needs.  The  application  of  the 
sales  tax  — if  that  is  to  be  the  state's  basic  broad  base  tax  — must  be 
extended  to  area.s  which  are  customarily  taxed  in  other  states  which  rely 
upon  the  sales  tax  as  a principal  source  of  revenue.  Such  areas  are  the 
trade-in  value  of  automobiles,  electric  power,  and  telephone  service. 

The  Committee  recommends; 

3.  The  extension  of  the  sales  tax  to  the  value  of  automobile, 
appliance  and  other  trade-ins.  The  estimated  yield  at 
three  and  one -half  percent  is  $^2,000,000  a biennium. 

k.  The  application  of  the  sales  tax  to  the  sale  of  electric 
power  except  when  used  in  production,  or  in  the  rendition 
of  a public  utility  service.  The  estimated  yield  is 
$32,000,000  a biennium,  at  the  proposed  three  and  one- 
half  percent  rate . 

5 . The  application  of  the  sales  tax  to  intrastate  telephone 
and  telegraph  service.  The  estimated  yield  at  three  and 
one-half  percent  is  $23,000,000. 

CUMULATIVE  ESTIMATED  YIELD  $232,000,000 

The  present  sales  tax  exempts  restaurant  meals  of  50  cents  or 
less  from  payment  of  the  tax.  In  the  Committee's  judgment,  the  advantages 
of  the  exemption  are  outweighed  by  the  difficulties  it  produces  in  collec- 


tion of  the  tax. 
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The  Committee  recommends; 

6.  That  the  exemption  he  reduced  to  10  cents.  The  increased 
coverage  and  improved  collections  will  produce  additional 
revenue  estimated  at  $14, COO, 000  for  the  biennium. 

CUIvICLATIVE  ESTIMATED  YIELD  $246,000,000 

The  Committee  believes  thah  the  present  exemption  of  indust I’ial 
equipment  and  machinery  from  the  sales  tax  is  a necessary  provision  v/hich 
helps  to  retain  Pennsylvania's  competitive  position  in  the  attraction  of  ii' 
industry  and  the  expansion  of  present  industrial  facilities.  There  seems  to 
be,  however,  no  economic  justification  for  the  exemption  of  maintenance  ccui-X)- 
ment  purchased  by  public  utilities. 

The  Committee  recommends: 

7.  That  the  sales  tax  bo  applied  to  the  equipment  and  tools, 
used  in  the  maintenance  of  property  (other  than  production 
machinery)  of  public  utility  companies.  The  estimated 
yield  at  three  and  one-half  percent  is  $7^000,000. 

CUMULATIVE  ESTIMATED  YIELD  $253,000,000 

Finally,  as  to  the  sales  tax  categories,  the  Committee  believes 
that  repair  services,  in  which  the  materials  used  are  now  taxable  while  the 
service  itself  is  not,  should  properly  be  subject  to  the  sales  tax,  together 
with  charges  for  washing  and  lubricating  of  cars  and  trucks. 

The  Committee  recommends: 

8.  The  application  of  the  sales  tax  to  the  repair  charges 
and  services  charges  as  stated  immediately  above.  The 


I 
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estimated  yield,  at  three  and  one-half  percent,  would  be 

$11,000,000. 

CUMULATIVE  ESTIMATED  YIELD  $264,000,000 

The  Committee  believes  that  substantial  revenue  can  properly  be 
derived  for  the  Commonwealth  from  the  imposition  of  excise  taxes  on  soft 
drinks  and  tobacco  products  other  i,han  cigarettes.  Each  of  these  falls  in 
the  category  of  so-called  "luxury"  taxation,  to  which  \/e  are  accustomed  in 
our  taxation  of  liquor,  beer,  and  cigarettes. 

The  Committee  recomraenas: 

9.  The  reinstatement  of  the  tax  on  soft  drinks  \/hich  was  im- 
posed in  Pennsylvania  from  1947  to  1951  • The  estimated 
yield  from  this  tax  is  .$37 >000, 000  a biennium. 

10,  The  imposition  of  an  excise  tax  on  other  tobacco  products  — 
cigars,  pipe  and  che\/ing  tobacco,  snuff  —approximate  to 
the  state  taxes  levied  upon  cigarettes.  A 25  percent  tax 
on  the  retail  value  of  tobacco  consumed  within  the  state 
V70uid  yield,  according  to  the  estimates  which  we  employ, 
$15,000,000  a biennium. 

CUMULATIVE  ESTIMATED  YIELD  $316,000,000 

The  Committee  believes  that  natural  gas  companies  should  be 
subject  to  the  same  gross  receipts  Lax  as  other  public  utilities,  and 
that  the  state  may  properly  expect  to  derive  a reascnaide  tax  revenue  from 
gas  held  in  storage  in  Pennsylvania 

The  Comraittee  therefore  recommends: 

11.  The  Inclusion  of  gas  utilities  under  the  l4  mill  gross 


J « 
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receipts  tax.  The  estimated  yield  would  be  $10,000,000 
a biennium. 

12.  The  taxation  of  natural  gas  held  in  underground  storage 
in  Pennsylvania  at  a monthly  rate  of  l/l2  of  one  percent 
per  1,000  cubic  feet.  The  estimated  yield  would  be 
$7,000,000  a biennium. 

CUMULATIVE  ESTIMATED  YIELD  $333,000,000 

For  the  balance  of  the  revenue  required,  the  Committee  believes 

\ 

the  state  should  make  use  of  an  area  of  taxation  beyond  the  consumption, 
use,  and  gross  receipts  taxes  recommended  to  this  point  in  its  report. 

It  must  be  aclmowledged  that  this  series  of  taxes  would  bear  most  heavily 
on  the  taxpayer  in  his  role  as  consumer,  although  it  is  also  true  that 
business  and  industry,  as  a consumer,  would  bear  a considerable  portion  of 
the  burde'  i . 

We  believe  that  in  fairness  some  portion  of  the  additional  tax 
burden  should  be  assigned  to  the  taxpayer  in  his  role  as  property  owner. 
Real  property  in  Pennsylvania  is  a tax  source  which  belongs  exclusively 
to  the  localities.  The  Committee  does  not  believe  that  the  state  should 
intrude  in  this  field.  Tangible  personal  property  is  a poor  subject  of 
taxation,  and  those  states  which  still  levy  taxes  against  it  admit  the 
archaic  nature  and  practical  uncollectibility  of  such  a tax.  There  are 
also  collection  problems  in  the  taxation  of  intangible  personal  property  — 
stocks,  bonds,  money  at  Interest,  mortgages,  etc.  — but  they  are  not  in- 
superable. Such  a tax  is  now  levied  at  a four  mill  rate  in  all  Pennsyl- 
vania counties,  and  at  additional  four  mill  rates  by  the  Philadelphia  and 
Pittsburgh  Boards  of  Public  Education.  The  City  of  Pittsburgh  has  a two 
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mill  rate,  in  addition  to  the  county  and  school  levies  which  apply  there. 

The  Committee  recommends; 

13.  The  imposition  of  a state  tax  on  intangible  personal 
property  at  the  rate  of  six  mills.  The  county  tax 
would  remain  in  force  at  4 mills,  collectible  by  the 
state.  The  Philadelphia  and  Pittsburgh  taxpayer  would 
be  granted  a credit  against  his  state  account  for  the 
tax  he  pays  in  his  community  above  the  4 mill  county 
tax.  The  estimated  net  yield  to  the  state  would  be 

• $55,000,000 

14.  The  increase  of  the  present  state  tax  on  bank  shares  from 
four  mills  to  eight  mills.  Estimated  yield:  $12,000,000. 

CUMULATIVE  ESTIMATED  YIELD  $400,000,000 

It  should  be  pointed  out  that  a rapid  adoption  by  the  Legislature 
of  the  broadened  sales  taxes  at  the  rate  recommended  in  this  report  will 
add  to  the  state's  revenues  sufficiently  to  reduce  the  state's  need  for 
new  revenue.  By  adopting  the  iie\r  sales  taxes  by  April  1,  for  instance, 
the  Legislature  would  gain  $22,000,000  in  revenues.  Each  month's  delay 
will  cost  $11,000,000, 

The  Committee  examined  the  revenue  gains  to  be  expected  from  the 
legalization  of  pari-mutuel  betting  in  Pennsylvania.  It  is  wishful  thinking 
to  believe  that  the  race  tracks  alone  will  ever  solve  Pennsylvania's  fiscal 
problems,  but  there  is  no  doubt  that  the  state  is  losing  a,  substantial  source 
of  revenue  in  its  position  as  a no-racing  island  surrounded  by  racing  states. 
New  York's  revenue  from  pari-mutuel  betting  is  $l40,000,000  per  biennium; 
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New  Jersey's  is  $48,000,000;  Ohio's  $14,000,000.  The  Committee  does 
recommend  that  the  Legislature  take  the  necessary  steps  to  legalize  pari- 
mutuel betting  in  the  state,  but  recognizes  that  any  income  derived  cannot 
accrue  until  the  I96I-63  biennium. 

The  Korean  War  Bonus 

Under  the  terms  of  the  constitutional  amendment  approving  the 
payment  of  a bonus  to  veterans  of  the  Korean  War,  the  cost  of  the  bonus 
is  to  be  financed  by  a special  tax  which  will  not  be  included  in  the  General 
Fund  operations  of  the  state.  It  is  the  Committee's  opinion  that  the  bonus 
should  be  paid  from  the  proceeds  of  a relatively  short-term  bond  issue,  to 
be  financed  by  the  levy  of  an  additional  one  cent  tax  on  each  pack  of  ciga- 
rettes sold  in  the  state. 

The  yield  of  such  a tax  is  estimated  at  $25,000,000  a biennium. 

This  yield  is  sufficient  to  retire  a bond  issue  of  $120,000,000 
carrying  a three  and  one-half  percent  interest  rate,  in  12  years.  At  the 
end  of  that  time,  the  tax  would  expire. 

Some  Special  Observations 

The  Committee,  as  has  been  stated,  did  not  examine  the  structure 
of  state  government  and  the  infinite  complexity  of  its  relations  with  the 
municipalities  and  school  districts. 

It  did  give  some  consideration  to  two  important  areas  of  state 
expenditure:  the  state's  retirement  systems  and  its  aid  to  school  districts. 

In  the  retirement  systems,  it  would  recommend  that  the  state  with- 
draw its  guarantee  of  four  percent  annual  earnings  for  all  employee  contribu- 
tions lodged  in  the  funds,  and  that  the  employee  receive  the  return  which 
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the funds  earned  during  the  period  when  his  money  was  lodged  with  them. 
Further,  it  would  recommend  a policy  by  which  all  the  money  'in  the  funds 
would  be  invested  at  the  best  rate  consonant  with  safety.  It  sees  no  need 
to  appropriate  to  the  funds  money  to  make  up  for  a shrinkage  in  capital 
incurred  as  a method  of  increasing  earnings,  when  the  earnings  themselves 
can  be  expected  to  do  this  over  a relatively  brief  span  of  years. 

The  Committee  is  impressed  by  rapid  increases  over  recent 
years  in  the  ratio  of  state  to  local  support  for  public  education.  The 
state-wide  proportion  is  now  about  60  percent  local  effort  and  Uo  percent 
state.  We  suggest  that  this  ratio  be  accepted  as  the  limit  of  state's 
obligation  and  remain  in  force  in  the  programs  to  be  adopted  in  the  future . 

The  Committee  believes  that  substantial  savings  could  be  achieved  by  the 
standardization  of  school  buildings,  and  that  state  construction  aid  should 
be  withdrawn  from  those  districts  which  extravagantly  exceed  state 
standards . 

In  Conclusion 

The  members  of  the  Committee  will  be  happy  if  their  work  as  a 
citizens'  committee  should  prove  of  value  to  the  Commonwealth  and  its 
elected  officers.  They  have  reconciled  their  own  points  of  view  and  they 
hope  that  reasonable  men  and  women  in  the  Legislatur.-  and  in  the  Executive 
departments  may  be  able  in  the  same  fashion  to  reach  harmonious,  if  difficult, 
decisions . 

The  Committee  is  confident  that  the  adoption  of  a tax  program 
such  as  it  now  recommends  will,  barring  a very  sharp  decline  in  business 
or  significant  increases  in  mandated  future  expenditures,  make  it  un- 
necessary to  have  a similar  ad  hoc  committee  organized  to  search  for  new 
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state  revenues  in  the  I96I-63  biennium. 

The  "emergency"  tax  program  proposed  in  this  report  is  admit- 
tedly imperfect.  It  is  advanced  as  a practical  and  Immediate  solution. 
There  is  no  claim  that  it  establishes  an  ideal  relationship  between  the 
needs  of  the  Commonwealth  and  the  ability  and  willingness  of  its  tax- 
payers to  meet  those  needs . 

For  this  reason,  we  are  equally  convinced  that  the  state 
should  be  ready  in  the  future  with  its  own  continuous  tax  research  and 
analysis.  The  problems  of  public  finance  we  will  have  always  with  us. 

We  should,  in  this  Commonwealth,  have  our  fiscal  problems  under  continu- 
ing study,  not  by  the  Legislature  alone,  nor  by  the  Executive  alone,  but 
in  a combined  operation  which  will  bring  the  Commonwealth  to  grips  with 
the  long-term  trends  which  determine  both  its  fiscal  requirements  and  its 
ability  to  meet  them. 

We  therefore  recommend  that  the  tax  structure  of  Pennsylvania 
be  searchingly  re-examined.  There  is  an  enormous  task  of  reconciling  its 
inconsistencies  and  inadequacies  with  the  increasing  demand  for  public 
services  which  is  evident  in  our  society. 

Such  re-examination  should  embrace  the  assignment  of  tax 
sources  to  the  state  and  to  its  communities,  and  it  should  not  be  limited 
by  the  present  provisions  of  the  State  Constitution. 

We  have  laid  great  stress  on  the  need  to  keep  Pennsylvania 
competitive  with  other  states  in  the  incidence  of  its  taxation  on 
industrial  gro-uth . 

V/e  believe  with  equal  force  that  the  state  must  meet  the  best 
American  standards  of  community  services,  including  those  of  education 


and  public  health  and  welfare . 
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To  this  end_,  we  \irge  that  the  Commonwealth  adopt  a procedure 
which  will  give  an  expert  non -political  analysis  of  its  revenue  and 
expenditure  necessities  against  the  future,  in  which  the  points  of  view 
of  all  sections  of  our  Commonwealth's  economy  and  population  will  be 
reflected . 

Two  years  ago,  a tax  advisory  committee  similar  to  our  own 
employed  two  concluding  paragraphs  which  in  our  judgment  bear  repeating 
as  a proper  conclusion  to  this  document. 

It  expressed  its  belief  that  "those  who  irresponsibly  will  say 
that  the  State ' s finances  can  be  solved  solely  by  'economy'  or  by 
'elimination  of  unnecessary  employees'  are  blind  to  the  fact  that  two- 
thirds  of  the  Commonwealth's  General  Fund  revenues  are  presently  being 
distributed  to  its  public  schools,  its  universities  and  teachers'  colleges, 
and  its  hospitals  and  institutions. 

"The  pressure  for  these  services,  as  the  population  and  our 
living  standards  rise,  will  be  increased,  not  lessened.  The  Commonwealth 
must  be  prepared  to  guide  and  assist  in  Pennsylvania's  good  future,  and  it 
cannot  meet  its  responsibilities  unless  its  people  are  willing  to  pay  a 
reasonable  amount  for  the  services  rendered." 


APPENDIX 


To  the  Foport  of 

THE  PENNSYLVANIA  TAX  ADVISORY  C0MI»1I1TEE 


STATEMENT  ISSrjED  BY  THE  LABOR  MEMBERS  01  THE 
PENNSYLVANIA  TAX  ADVISC'RY  CONT^ITTEE  TO  BE  MADE 
PART  OF  THE  REPORT  CN  THE  TAX  STUDY  FOR  PRE- 
SEIWATION  TO  THE  G0\T:RN0R  AND  TO  THE  GENERAL 
ASSEMBI.Y,  IF  HE  DEEMS  IT  ESSENT' l AI. . 


STATEMEIW  ISSUED  BY  THE  LABOR  MEMBERS  OF  THE 
PENNSYLVMJIA  TA:(  ADVISORY  COMvIITTEE  TO  BE  MADE 
PART  OF  THE  REPORT  ON  THE  TAX  STUDY  FOR  PRE- 
SENTATION TO  THE  GOVERNOR  AI^D  TO  THE  GEI'IERAL 
ASSEMBLY,  IF  HE  DEEM3  IT  ESSENTIAL. 

The  labor  members  of  the  Pennsylvania  Tax  Advisory  Committee 
appointed  by  the  Governor,  while  concurring  in  this  Report,  do  so  with 
the  following  reservations  and  recommendations: 

(1)  The  tax  structure  as  recommended  is  one  of  emergency  and 
should  only  cover  the  next  biennium. 

(2)  We  hold  to  the  belief  that  a sales  tax,  even  with  food 
and  clothing  exempted  as  it  is  in  this  Report,  is  no 

■answer  to  our  fiscal  problems  in  Pennsylvania,  because 
it  takes  proportionately  more  from  those  who  can  bear  the 
tax  burden  the  least,  and  it  takes  least  from  those  more 
financially  able  who  can  and  should  bear  substantially 
more  of  the  tax  burden. 

(3)  Unless  our  whole  tax  structure  is  revised  and  brought 
up-to-date  on  an  equitable  and  just  basis,  the  next 
Legislature  will  be  confronted  with  the  same  problems 
that  we  have  before  us  this  year. 

(4)  The  Report  recommends  that  a Commission  of  tax  experts 
be  appointed  by  the  Governor  to  make  a study  and  com- 
prehensive report  on  a state-wide  basis.  In  this 
connection,  we  wish  to  point  out  to  the  Governor, 

to  the  General  Assembly  and  to  the  tax  experts  that, 
in  our  judgment,  the  tax  policies  will  never  be  solved 
in  our  Commonwealth  until  provision  is  made  for  a 
graduated  income  tax,  which  will  in  a substantial  manner 
be  a substitute  for  a sales  tax. 
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(5)  During  the  course  of  our  discussions  as  members  of  the 

Tax  Advisory  Committee,  we  have  developed -recommendations 
with  regard  to  new  taxes.  Pursuant  thereto,  we  shall  be 
glad  to  submit  to  the  Commission  of  tax  experts  our  sugges- 
tions, all  of  which  encompasses  the  idea  of  a less  broadening 
of  the  tax  base  insofar  as  a sales  tax  is  concerned,  and 
which  no  doubt  could  result  in  repeal  of  sales  tax  legis- 
lation. 

With  these  reservations  and  recommendations,  the  labor  representa- 
tives are  further  of  the  opinion  that  it  would  be  useless  for  a tax  study 
commission  such  as  this  one  to  grapple  with  these  tax  problems  two  years 
hence  in  the  absence  of  the  creation  of  a new,  equitable,  sound  and  just 
tax  program  contemplated  by  the  recommendations  contained  in  this  Report. 

We  suggest  a study  and  report  is  vital  and  necessary  because  of  the  in- 
creased services  to  the  public  and  to  our  institutions  which  will  be 
necessary  in  the  years  to  come. 

We  join  in  this  Report  for  two  reasons  specifically  (l)  because 
the  public  must  have  expanded  necessary  services,  and  (2)  because  the 
state's  archaic  constitution  does  not  now  permit  a graduated  income  tax. 

When  the  constitution  is  changed  to  permit  a graduated  income 
tax,  this  increase  in  revenue  should  be  sufficient  not  only  to  finance 
increased  services  by  the  state,  but  if  equitably  shared  with  local  govern- 
ing bodies,  it  should  provide  the  possibility  of  a reduction  in  the 
present  burden  of  local  property  and  payroll  taxes. 

We  have  acted  sincerely  as  citizens,  both  concerned  and  alarmed 
with  the  crisis  at  hand,  and  have  therefore  given  our  approval  to  proposals 
which  we  otherwise  would  regard  as  undefensible  as  a permanent  tax  policy  or 
philosophy.  This  action  should,  therefore,  not  be  m.isunderstood  or  mis- 


represented. 


